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Abstract. National Bank of Romania establishes the monetary policy interest rate. The characteristics 
of the Romanian’s financial system have impact on the degree of correlation between interest rates in 
the banking system. This research uses the method of analyses of the impact of monetary policy 
changes in interest rate on key macroeconomic variables and on agriculture credit. The dimensions 
and the evolution of agricultural credit show the restricted access of farms to the financial bank 
resources during the period 2007-2011. It is also evaluated the vulnerability of the agricultural system.  
The access of agricultural farms to the bank credit offer is determined through a series of factors. 
Romanian agriculture faced special problems regarding access to bank credits, because in competition 
with other sectors in the economic activity (industry, commerce, transportation etc.) agriculture was 
thought to be unattractive and with a high risk for the banking sector. The evolution of the interest rate 
has also a great impact on the evolution of agricultural products prices. Annual National Bank interest 
rates and inflation rates created difficulties in realizing the main objective – the prices stability. On the 
third millennium, the development of a performing agriculture depends largely on the flexibility and 
efficiency of the crediting system practiced by the commercial banks and the access of agricultural 
farms to bank credits. 
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INTRODUCTION   
 
The effects of the financial and economic crisis, manifested mainly by increasing 
uncertainty and tension in financial markets and by deteriorating the external financial and 
economic climate, especially in the euro area, have influenced the performance of the 
Romanian economy. However, Romania, in 2011, in this difficult European and global 
context, made progress in macroeconomic stabilization. This progress was possible by 
promoting a mix of economic policies as well as a monetary policy based on strengthening 
the disinflation process. 
In the Member States of the European Union, it has become necessary to rethink the 
framework for coordinating the economic policies of the Member States because of sovereign 
debt crisis. It was also drafted by the European Council, in October 2011, the most 
comprehensive reform of economic governance in the EU and the euro area, respectively a 
package of six legislative proposals, the so-called six-pack (National Bank of Romania, 
2011). These regulations aimed at strengthening the rules of fiscal discipline, reducing 
macroeconomic imbalances, and promoting competitiveness through preventive and 
corrective actions. 
The European financial and economic context has also imposed to the Romanian 
banking system a series of rules and regulations, in particular in the field of monetary and 
credit policies. 
The characteristics of the financial system in Romania have an impact on the degree 
of correlation between the interest rates. The monetary policy interest rate of the National 
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Bank of Romania influences both the interbank interest rates on the monetary market, as well 
as the interest rates applied by commercial banks on credits and deposits of their clients. 
Banking interest rates have a major impact on the volume and quality of credits 
granted to economic entities, especially in agriculture. 
 
MATERIALS AND METHODS 
 
This paper uses as a research method the analysis of the impact that change of the 
monetary policy interest rate is having on agricultural credit and the main macroeconomic 
variables. It also analyzes the interaction and correlation between interest rates and the 
banking system, namely: 
 the Central Bank's monetary policy interest rate; 
 interbank interest rates on the monetary market; 
 interest rates applied by commercial banks on credits and deposits of their clients. 
Another method of research used in this paper is the criteria method in classifying 
the characteristics of financial system, with influence on the interest rates in Romania. 
The main characteristics of the financial system in Romania, which influences the correlation 
of the interest rates, are (Bistriceanu, 2011): 
 financial intermediation; 
 solvency; 
 liquidity; 
 profitability; 
 banking competition; 
 the quality and structure of credit portfolio provided by the commercial banks in 
Romania; 
 interest rate risk for banking entities; 
 structure of deposits and credits granted by banks. 
Starting from the fact that any economic phenomenon has a historical evolution, in 
this paper it is also used the historical research method, respectively the historical delimitation 
of monetary policy strategies, in the following four categories (Dinga, 2011): 
 targeting the exchange rate; 
 targeting inflation; 
 strategy such as "just do it" which is not based on a stable relationship between 
inflation and currency, but also considers the internal economy. 
Romania, as a candidate State for integration into the euro area has as a monetary 
policy strategy the direct targeting of inflation. Other EU Member States not belonging to the 
euro area have proposed as their official monetary policy strategies, targeting the exchange 
rate. 
In addition, a successful monetary policy strategy; which has as its main objective to 
maintain price stability, can be achieved in the following two ways (Dinga, 2011): 
-  directly by the direct targeting of achieving and maintaining price stability; 
- indirectly by targeting an intermediate variable, such as the exchange rate or 
monetary and credit aggregates. 
The impact of banking interest rates in agriculture regards two aspects. 
The first aspect concerns the influence of the monetary policy interest rate on interest 
rates applied by commercial banks on credits for agriculture and consequently on the credit 
volume and evolution in this sector. 
The second aspect concerns the impact of the monetary policy interest rate on the evolution of 
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prices of food products. 
The monetary policy interest rate is established by the National Bank of Romania, by 
virtue of its duties concerning the preparation of monetary and credit policy. 
 
RESULTS AND DISCUSSIONS 
 
The impact of bank interest rates in agriculture are observed from the analysis of the 
evolution of the monetary policy interest rate determined by the National Bank of Romania 
and the time evolution of the volume of agricultural credits provided by commercial banks. 
The evolution of the monetary policy interest rate, as the main indicator for monetary 
policy, presents as in the table below: 
 
Tab. 1 
The evolution of the monetary policy interest rate 
 
 
Period 
Monetary policy interest rate  
(% per year) 
2010 December 6.25 
2011 December 6.00 
2012 January 5.75 
2012 June 5.25 
Source: National Bank of Romania, Monthly Bulletin No. 5/2012, Statistical Section, p. 22 
 
Data presented in the table above, show a significant decline in the monetary policy 
interest rate, from 6.25% in December 2012, to 5.25% in June 2012, so a reduction of one 
percent. 
The evolution of the volume of credits for agriculture, as well as their share in the 
overall credits granted by commercial banks, presents as in the table below: 
 
Tab. 2 
The evolution of the volume and share of credits for agriculture 
 
Period Total credits granted 
(million lei) 
from which 
Agriculture, 
forestry, 
fisheries 
Share in total  
(%) 
2007 167956 3782 2.25 
2008 234269 5524 2.36 
2009 238260 6404 2.69 
2010 254000 7463 2.94 
2011 276852 9735 3.52 
May 2012 282975 10218 3.61 
Source: National Bank of Romania, Monthly Bulletin No. 5/2012, Statistical Section, p. 62 
 
Data presented in the above table, show that the volume of credits for agriculture, 
forestry and fisheries has increased from 3782 million lei in 2007, to 10218 million lei in May 
2012, which is by 270.17%. The total volume of credits granted by commercial banks has 
grown in the same period by 168.48%, meaning from 167956 million lei in 2007, to 
282975million lei in May 2012. However, it appears that the share of credits for agriculture in 
total credits remains relatively low, respectively 2.25% in 2007 and 3.61% in May 2012. 
The evolution of the monetary policy interest rate has influence on the consumer 
price index for food products. 
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The consumer price index compared to the end of the previous year, per total in the 
main goods and services as well as differentiated for food products, presents as in the table 
below: 
 
Tab. 3 
The variation of the consumer price index 
 
Period Total The consumer price index compared to the end of the previous year (%) 
Food products Nonfood products Services 
2007 106.57 109.14 103.60 108.55 
2008 106.30 106.02 105.96 107.71 
2009 104.74 100.38 107.72 106.86 
2010 107.96 106.45 109.76 106.43 
2011 103.14 100.95 104.45 104.23 
May 2012 101.69 102.09 101.50 101.40 
Source: National Bank of Romania, Monthly Bulletin No. 5/2012, Statistical Section, p. 20 
 
Noticing that the consumer price index for food products, calculated compared to the 
end of the previous year, decreased from 109.14% in 2007 to 100.95 in 2011. 
As a result of prudent monetary policy promoted by National Bank of Romania, the 
annual inflation rate decreased from 7.96% in December 2010 to 3.14% in December 2011, 
rate located near the center point of the inflation target, respectively 3% + / - 1 percentage 
point (National Bank of Romania, 2011). 
Also in 2011, after two years of decline, the Romanian economy grew by 2.5%, 
under the conditions of conducting structural reforms and the convergence program. 
 
CONCLUSIONS 
 
The impact of banking rates in agriculture reflects on the volume of agricultural 
credits. If the interest rates for agricultural credit are high, the access to the credit is more 
restricted. When the interest rates for agricultural credit are small, many farms can access 
credit and the volume of the agricultural credits increases. Banking rates in agriculture are 
influenced by the monetary policy interest rate. The fluctuation of the monetary policy 
interest rate is in an inverse proportionality relation with the fluctuation of the credit volume. 
The reduction of the monetary policy interest rate may lead to an increase of the volume of 
credits granted to banks. The lower the interest, the customers can access a larger volume of 
credits. 
The reduced volume of credits from agriculture and their restricted access is due to 
other factors of influence, respectively (Harangus, 2004): 
 increased disruption of property and agricultural holdings as a result of the land 
reform of 1991, which created for agricultural farm particular difficulties in relations with 
suppliers from the upstream, users (beneficiaries) from downstream and creditors, especially 
banks; 
  pressures exerted by the natural and the economic environment; 
  insufficient incomes that do not allow agricultural farms to use advanced 
technologies, etc. 
To all this adds the reluctance of commercial banks to credit economic sectors with 
high risk, such as agriculture. 
Another important aspect is that the interest, which is a cost element, implicitly 
influences the price of food products and agricultural products in general. Between the 
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monetary policy interest rate and price index of agricultural products, there is a direct 
proportionality relationship. The higher the bank interests, the prices of agricultural products 
are also increasing. 
The results of this research show that the complex mechanism of banking interest 
rates has a major impact on agriculture, by stimulating or restricting access to bank credits. 
Bank credits are a significant source of financing for agriculture.  
In the third millennium, the development of a competitive agriculture depends 
mostly on the flexibility and efficiency of the credit system, performed by commercial banks 
and the access of farms to bank credits. 
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